This study explores the factors that affect an individual's happiness while transitioning into retirement. Recent studies highlight gradual retirement as an attractive option to older workers as they approach full retirement. However, it is not clear whether phasing 
Introduction
Workers approaching retirement often say they want to retire gradually, rather than going straight from full-time employment to complete retirement. Some surveys report that more than half of all older workers prefer to exit the labor force this way. 1 This is understandable. These workers have spent thirty or more years in the labor force, and retirement represents a sharp social, psychological, and economic break with life as they know it. So it is not surprising that workers prefer to negotiate the transition in stages. A smooth transition allows older workers to continue daily activities similar to those performed in middle-age. In this sense, gradual retirement appears to be helpful in maintaining meaning and a sense of purpose in life, as well as adapting to aging.
2
Gradual retirement also could enhance opportunities to remain active and socially engaged. Evidence suggests that remaining active and socially engaged has a strong positive impact on health and well-being in retirement. 3 Many policymakers also view gradual retirement favorably, as a way workers can extend their careers and thereby improve retirement income security. 4 One out of three workers age 55 and over say they would stay in the labor force longer if they could cut back their hours. 5 And two out of three workers age 50 to 70 say they plan to work in "retirement." 6 To accommodate worker preferences, to facilitate more successful transitions into retirement, and to improve retirement income security, expanding opportunities for gradual or "phased" retirement has gained a prominent place on the policy agenda.
7
It is not clear, however, that retirees are indeed better-off if they retire gradually as opposed to cold turkey. Workers who want to retire gradually are not basing their preference on their own personal experience. They have not retired both ways-coldturkey and in stages-and conclude that that they are happier in retirement after a gradual transition.
8
Our study seeks to learn whether individuals are indeed better off if their transition out of the labor force is gradual as opposed to abrupt. We use happiness as the yardstick for evaluating the work-retirement transition. Happiness has an important advantage over other yardsticks, as it measures realized quality of life. Other criteria, such as income, wealth, social status, or health, measure potential quality of life. 9 Our study thus asks whether retirees who exited the labor force gradually are "happier" than those who left cold-turkey. By happiness we mean the individual's general experience of different kind of feelings. Some feelings we experience are pleasurable, such as enjoyment of life. Others, such as sadness, are unpleasant. Our study asks whether the type of transition from work to retirement affects the degree to which the various feelings a person experiences are generally pleasant or enjoyable.
10
This paper is organized as follows. Section I reviews the literature on the pros and cons of gradual versus abrupt transitions to retirement and on factors that influence happiness in retirement. Section II describes the data, including the indicators used to measure happiness and gradual as opposed to abrupt retirement, the independent variables included in the model, and the study methodology. Section III reports summary statistics and regression results. Section IV discusses the results and concludes. 7 The term "phased retirement" is sometimes limited to full-time workers reducing their hours in their current job. For example, see Hutchens and Papps (2005) and Hutchens (2007) . Our focus here is the broader concept of retirement in stages, not necessarily with the same employer. 8 Daniel Gilbert (2007) explains why individuals typically misestimate their future happiness. 9 Di Tella and MacCulloch (2006) ; Frey and Stutzer (2002) ; Kahneman and Krueger (2006) ; Veenhoven (2000; .
I. Literature Review

A Gradual versus an Abrupt Transition
The psychological literature generally supports a gradual work to retirement transition. Retirement is a major life event, with strong psycho-social implications, and a gradual transition allows older individuals to continue daily activities similar to those performed in middle-age. 11 This helps maintain a sense of identity and purpose in life, and keeps older individuals active and socially engaged. Studies have shown that these effects have a positive impact on health, well-being, and adapting to aging.
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On the other hand, psychologists also find that people are quite resilient.
Happiness is very stable across the life span, with large shocks often having but a shortterm effect on our mood and sense of well-being. Thus these authors argue that individuals have a normal baseline level of well-being that varies only moderately in response to current events. 13 This perspective would suggest that the type of transition would not have a meaningful effect on happiness in retirement.
Factors That Influence Happiness
Researchers have found that most retirees are happy in retirement. But they also find that the degree of satisfaction fluctuates substantially and is associated with various characteristics. 14 A few studies also have attempted to measure the effect of continued work on happiness in retirement, which is similar to our concern for the effect of gradual 10 There are many ways to define happiness, and Appendix A provides a brief review of the various conceptions.
11 Fouquereau, Fernández, Fonseca, Paul and Virpi (2005) . 12 For health, see Brummett et al. (2001); Everard et al. (2000) ; Siegrist, Von dem Knesebeck and Pollack (2004) . For well-being, see Cohen (2004); Erickson, Erikson and Kivnick (1986) . For adapting to aging, see Atchley (1999) ; Rowe and Kahn (1998) . 13 For example, Costa, McCrae and Norris (1981) . 14 Panis (2003); Fouquereau et al. (2005) .
as opposed to abrupt retirement. 15 To identify the independent effect of gradual as opposed to abrupt transitions to retirement we will need to control for factors identified in the literature as affecting happiness in retirement.
One factor that many studies find has a significant effect on happiness is individuals' sense of control over their life. 16 In terms of the work-retirement transition, individuals who retired voluntarily are happier than those who were forced out of their job.
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Social relationships are another area found to have an impact on happiness. 18 For example, retirees who are married tend to be happier than those who are single. 19 The death of a spouse, relative, or close friend and divorce or separation all diminish happiness. 20 Because of the age of individuals in this study, death of a spouse is a relevant factor that may affect their happiness when transitioning into retirement.
Good health is positively associated with happiness, and health tends to decline as individuals age. 21 Somewhat surprising, functional limitations, which lead to everyday hassles, are particularly troublesome. They can reduce happiness more than dramatic events, as they limit the ability to perform valued roles and reduce sense of selfefficacy.
22
Aging alone does not seem to have much of an effect on happiness. After controlling for the decline in health and the loss of social roles and loved ones that comes with aging, neither longitudinal nor cross-sectional studies find a substantial relationship 15 For example, Calvo (2006) and Choi (2001) . 16 Batles and Batles (1986); Lachman and Weaver (1998); Reis, Sheldon, Gable, Roscoe and Ryan (2000) ; Rodin (1986); Sweeney, Anderson and Bailey (1986) . See also literature reviews in DeNeve and Cooper (1998), and Smith (2002 Rowe and Kahn (1998) . 22 Dulin and Pachana (2005) .
between age and happiness in retirement. 23 An extensive review of literature finds a slight decline in positive affects and a slight rise in negative affects as people age. But essentially all studies find the effects to be small.
24
Researchers find the effect of income and wealth on happiness somewhat mixed.
Cross-sectional studies provide evidence of a positive relationship between wealth and happiness. But researchers analyzing longitudinal data find the effect of income and wealth have on happiness is generally small, except around the poverty threshold.
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However, the wealth of an individual approaching and entering retirement may have more of an impact on his happiness. Another economic factor found to effect happiness in retirement is pension type. Some recent research finds that retirees are happier with a defined-benefit pension as opposed to having a comparable amount of wealth in a retirement account. Bender (2004) and Panis (2003) . 27 Many variables used in this project are from the RAND version of the HRS. Variables used that were not available in the RAND version were extracted from the raw datasets and merged with the RAND dataset. 28 This cut was made using the "rahrsamp" variable (only observations with a value of 1) in the RAND version. This corresponds to selecting age-eligible (born 1931-1941) For each individual in the HRS who makes the transition from work to retirement, we measure the change in each of these five happiness indicators (feelings of happiness, 29 The problem in the attribution of causation is highlighted in a study by Charles (2004) , which finds a cross-sectional correlation between retirement and feelings of loneliness and depression. But is it retirement that causes these unhappy feelings? The researchers find that unhappy workers, including those suffering a transitory negative shock, are more likely to retire than happy workers. After controlling for this selection, they find that retirement reduces, rather than increases, feelings of loneliness and depression. 30 Appendix A provides a more detailed discussion of the concept of happiness. 31 Other researchers studying happiness in retirement often use responses to the HRS inquiring about "satisfaction in retirement." For example, see Rohwedder (2006) , Panis (2003), and Bender (2004) . As our study identifies the effect of the retirement transition using change from a baseline, when individuals are working, we could not use this "satisfaction in retirement" variable. There are also important theoretical differences between the two measures discussed in Appendix A.
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II. Data and Methodology
enjoyment of life, loneliness, depression, and sadness). To do that we take the baseline measure of each indicator in the last wave in which the individual was fully employed and record the change in the first wave in which the individual is fully retired. 32 As the indicator variables are dichotomous, the value remains the same or changes to the opposite value. We record no change as 0, a "yes" to "no" change as "-1," and a "no" to "yes" change as "+1." For example, the change in "enjoyment of life" would be -1 if the individual answered "yes" in the last wave of full employment and "no" in the first wave of full retirement; 0 if there was no change, and +1 if the individual said that he did not enjoy life while working, but did in retirement.
Since the values of indicator variables can only be "yes" or "no," the HRS does not reveal a change from "yes" to "more yes," or "no" to "more no. Respondents who said they were happy also tended to say that they enjoyed life and were not lonely, depressed, nor sad. This common variance suggests that the five HRS variables can be represented as indicators of the latent "Affect" variable. Nearly 60% of the sample has a positive response to all five indicators in both the last wave of full employment and the first wave of full retirement. But the remainder of the sample has sufficient variance for our latent "Affect" variable to provide a more sensitive measure of the effect of our independent variables on happiness in retirement. One limitation of the latent "Affect" variable is that it represents happiness in a single dimension, losing the ability to discriminate between factors that affect some feelings but not others, primarily 32 Because we wanted to measure the change in happiness between when they were employed and when they first retired, there are differences in the amount of time passing between the measurements among individuals. We include a variable controlling for the number of years from full employment to full retirement which does not have a significant effect on the dependent variables (see Appendix Tables 3, 4 , 5, and 6). Additionally, we run our model using a dependent variable that is the difference in happiness between the last wave of full time work and the first wave of transition; see the results section for these estimates.
negative but not positive feelings (or the reverse). Another limitation of the "Affect" variable is interpreting the magnitude of the effects.
33
We address the problem of interpreting the magnitude of the effects by dividing the sample for each of the five indicator variables in two-those with a "happy" and those with an "unhappy" response when fully employed. Logit regressions on each sample then show the likelihood of the various factors in our analysis causing an increase in happiness (a change in the "negative sample" from an "unhappy" to a "happy" response) or a decrease in happiness (a change in the "positive sample" from a "happy"
to an "unhappy" response).
Our primary concern is whether happiness in retirement is affected by a gradual as opposed to a "cold-turkey" transition. To do this, the first task is to identify those individuals in the HRS population who made the transition from work to retirement. We then must classify these individuals into those who retired gradually and those who retired abruptly.
Researchers use a variety of measures to characterize individuals as fully employed, fully retired, or something in-between. Among the most common are hours worked (per week or per year), their self-reported status, whether they have claimed Social Security benefits, and their current wage relative to their peak wage (see Table 1 ).
To identify individuals in the HRS who made the transition from work to retirement we use two criteria, their usual hours of work per week and self-reported retirement status. 34 We classify individuals as "fully employed" if they work at least 30 hours per week and report themselves "not retired" (as opposed to "completely retired" or "partly retired"). As illustrated in Figure 1 (2) not fully retired, or (3) had attrited out of the HRS.
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The next task is to classify the 2,389 transitions as gradual or abrupt. As illustrated in Figure 2 , we essentially distinguish between the two types of transitions based on the respondent's first self-reported status other than "not retired." If that response is "completely retired" -that is the individual goes from "not retired" to "completely retired" in sequential waves -he is classified as making a cold-turkey transition. We omit from the sample individuals who report themselves as "completely retired" but work more than zero hours, as their employment status in that wave and the nature of their transition are both ambiguous. Respondents whose first self-reported status other than "not retired" is "partly retired" are classified as retiring gradually. We again omit from the sample individuals who report themselves as "completely retired"
but work more than zero hours, as their employment status in that wave is ambiguous.
We also omit from the sample individuals who reverse direction and report themselves "not retired" after reporting themselves "partly retired", as the nature of their transition is ambiguous.
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The two gray rows in Figure 2 designate individuals who transitioned to full retirement at each wave. The gray row at the top indicates the number of workers in each 35 We ignore subsequent labor-market activity once an individual is fully retired. For such individuals, our concern is the effect of their initial transition on their happiness in retirement. 36 For more details about missing values see Appendix B. Of the 3,022 observations observed transitioning to full retirement, 2,803 could be classified as cold turkey or gradual retirees according to our definitions below. Of those 2,803 observations, 2,389 have valid responses to all five happiness indicators. 37 In this case, we are taking a sample of those individuals for whom we observe transitioning from fulltime employment to full retirement. These are the only observations that provide information about what affects the change in happiness between these time periods, so this sample may not be representative. 38 For an individual to be classified as a cold turkey retiree, he or she must have responded "not retired" in every wave prior to the wave designated by our definition (using both self-reported status and hours of work) as his or her first wave of full retirement. For an individual to be classified as a gradual retiree, he or she must have one of more sequential waves with "not retired" responses immediately followed by one or more waves of "partly retired" responses, immediately followed by full retirement using our definition.
wave of the HRS who had retired 'Cold turkey' (being "completely retired" and having been "not retired" in the previous wave). The gray row at the bottom identifies those who had 'Retired gradually' (they are currently "fully retired," but were "partly retired" in the (self-report as "not retired") and the number 'Partially retired' (self-report as "partly retired").
We do not consider hours of work in distinguishing between gradual and abrupt retirements for several reasons. As we are primarily interested in individual perceptions of the retirement process, self-reported status is the more relevant single criterion.
Moreover, the HRS only asks respondents if they were forced or wanted to retire if they report themselves "completely retired" or "partly retired." So we would not get this information from individuals who work between 0 and 30 hours per week, but consider themselves "not retired." As the voluntary or involuntary nature of a worker's separation from employment has been identified as an important factor contributing to happiness in retirement, we would not be able to include this variable in our analysis had we classified transitions as "gradual" based only on hours of work.
39
Additional independent variables were included in the regressions. 40 A set of three dummy variables measuring the respondent's perception on whether retirement was something the respondent "wanted to do," was "part wanted, part forced," or was "forced into." Included in the regressions are "chose retirement" and "part wanted retirement," 39 We also experimented with other ways to classify transitions, such as working hours. Based on usual hours worked per week, individuals are coded as a cold turkey retiree if they shift directly from working at 30 or more hours to zero hours. Individuals were coded as a gradual retiree if they reduce work to between 0 and 30 hours before full retirement. Another specification classified gradual retirees as individuals who reduced their hours to less than 30 per week but remained with the same employer before full retirement. Reverse transitions were not allowed in any of these definitions, except if occurring after the first wave of full retirement. 40 Appendix B contains more details about these variables and the way we handled the remaining missing values.
so estimated the effects are relative to "forced retirement." 41 Feeling forced into retirement is expected to decrease happiness and enjoyment of life and increase loneliness, depression, and sadness.
Our analysis also controls for other factors identified in the literature as affecting happiness at old age:
Death of spouse during the transition. If a respondent has a marital status of "married" or "married, spouse absent" in his last wave of full employment and a marital status of "widowed" in the first wave of full retirement, he or she is coded as having a spouse who died.
Change in health.
A change in health status is measured as a change in selfreported health status. Self-reported health status is given on a scale from 1 to 5, with 1 corresponding to "poor" and 5 to "excellent" health. This variable measures the change in self-reported health status from the last wave of full employment to the wave of full retirement. A positive value for this variable indicates an improvement in health, according to the respondent.
Defined-benefit pension coverage. This reports whether the respondent was covered by a defined-benefit pension plan at their job at the last wave of full employment.
Other control variables included are: the number of years between full employment and full retirement, "unemployment" reported in the first wave of "complete retirement," and various socioeconomic and demographic variables such as: wealth, type of occupation, education, gender, race and ethnicity (for more details see Appendix C).
42 41 The wave from which this variable was taken depends on the type of transition. For those coded as cold turkey retirees, this variable is coded based on the individual's response in the first wave of full retirement. For those coded as gradual retirees, this variable is coded using, in this order: (1) if valid, the value of the "wanted to/forced into" variable in the wave immediately following the last wave of full employment (2) otherwise, the first valid response to the "wanted to/forced into" variable after the last wave of full employment and before the first wave of full retirement. 42 We take the overlap of complete retirement and unemployment to mean that the individual might be somewhat unhappy about also being self-reported as "completely retired." Table 2 reports descriptive statistics of the five happiness measures for the overall sample and for the gradual retirement and cold turkey groups, along with group mean or proportion comparison t-tests or chi-squared tests. It shows that there is little change in the positive affect variables taken from the HRS. Both "happiness" and "enjoyment of life" are high when individuals are working, and show slight increases in retirement. The negative affects are generally low, but also increase in retirement. The increases in the negative affects, in feelings of loneliness, depression, and sadness, are also generally larger than the increases in the positive affects. This is reflected in our latent "Affect"
III. Results
variable, which registers a slight decline.
The descriptive statistics, however, generally show no significant difference between the group that retired gradually and those that retired cold-turkey. The one indicator that did register a significant difference was sadness. Workers who retired gradually registered a much larger jump in feelings of sadness.
As shown in Table 3 , there are various differences between individuals who retired gradually and those who retired cold-turkey other than the nature of their transition from full employment to complete retirement. More cold-turkey individuals report a high degree of control over their retirement transition and say that they wanted to retire. They were younger, healthier, wealthier, more educated, more likely to be white collar, more likely to have a defined benefit pension, and less likely to report unemployment at the same time they report being fully retired. All of these differences should make the cold-turkey individuals happier than gradual retirees, independent of the way that they retired.
Regression Results
To identify the effect of gradual as opposed to abrupt transition into retirement, controlling for factors that independently affect happiness, we use three regression specifications. The first set of regressions uses the change in each of the five HRS variables, from the wave when the individual was last fully employed to the first wave when the individual was completely retired, as the dependent variable. As these changes can take on three possible values: (-1, 0, or 1), we use an ordered logit regression. The second set of regressions uses the change in the latent "Affect" variable as the dependent variable. As this change is measured along a continuous scale, we use an ordinary least squares regression. Finally, we divide our sample, for each of the five HRS variables, into those that are initially "happy" and those that are initially "unhappy" and use the change when retired as the dependent variable in a logit regression. The positive ("initially happy") sample gives a clearer view of factors that tend to diminish "Happiness" and the negative ("initially unhappy") sample gives a clearer view of factors that tend to increase "Happiness." The logit regression coefficients also provide a clearer view of the magnitude of the effects of the explanatory factors on the happiness indicators.
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The results of the ordered logit regressions on the change in our five happiness measures are reported in Table 4 . 44 The results indicate that cold-turkey retirement (as opposed to the default, gradual retirement) has no significant effect on happiness, enjoyment of life, loneliness, depression, or sadness in retirement. 45 The results also confirm earlier findings on the effect of other factors identified in the literature as affecting happiness in retirement-the death of a spouse, voluntary as opposed to forced retirement, and health status. Because of the difficulty in interpreting ordered logit coefficients, we focus on the direction and statistical significance of the effect, not on the size of the coefficient.
The death of a spouse had a significant impact on all indicators except depression.
Those who lost their spouse are likely to have a decrease in happiness and enjoyment of life and are more likely to have feelings of loneliness and sadness. It is difficult to 43 Note, however that caution should be taken when comparing the magnitude of the effect of an explanatory variable between the two samples. Since these subsamples allow for a different distribution for happiness for each of the two groups, the magnitudes of the coefficients are not directly comparable. 44 For coefficient estimates for all independent variables included, see Appendix Table 3 . 45 Running these ordered logits on the change in each of the happiness variables between the last wave of full employment and the subsequent wave provides mostly similar results with respect to the type of transition and the voluntary nature of the transition. However, when considering these two periods, there is evidence of significant effects of the type of transition on feeling depressed or sad. Individuals who retire interpret the ordered logit coefficients as a measure of the size of the effect of each variable on happiness in retirement. However, the size of the coefficient on the death of a spouse suggests it is the largest source of unhappiness in retirement among the factors in our analysis.
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Having control over the retirement decision (reporting that retirement was chosen rather than forced) has a significant effect on all HRS indicators except enjoyment of life;
however, the direction of the coefficient on enjoyment of life is consistent with the other four measures. Respondents who said retirement was chosen are more likely to have increases in happiness and enjoyment of life and less likely to have increases in loneliness, depression, and sadness, than if their retirement was forced. Even individuals who felt only partly forced into retirement were less likely to be lonelier.
A change in self-reported health status has a significant effect on each of the five
indicators. An improvement in health indicates an increase in happiness and in enjoyment of life and a decrease in loneliness, depression, and sadness. All of the coefficients on the change in health status are significant at the 1 percent level, more than either control over the retirement decision or the loss of a spouse.
47 Surprisingly, the results indicate that coverage by a defined benefit pension has no significant effect on any of the five indicators of happiness in retirement. The results of our regressions using as the dependent variable our latent "Affect" variable are reported in Table 5 . 48 These results are consistent with those of the previous regressions. They show no significant difference between cold-turkey and gradual retirement. Control over cold-turkey were less likely to record increases in depression and sadness. However, we still find no evidence that the type of transition affects happiness, enjoyment of life, or loneliness. 46 As indicated on Table 3 , very few respondents lost their spouse during the period between being fully employed and completely retired. 47 The coefficients on the health variable are generally smaller than the coefficients on control over the retirement decision or the loss of a spouse. To gauge the indicated effect of health on happiness, however, one needs to multiply this coefficient by the change in self-reported health status, measured on a scale from -4 to 4. As the mean change in health is -2, with a standard deviation of 1, indicated effect of a change in health status is relatively small, relative to the effect of the loss of a spouse or even control over the retirement decision. 48 For coefficient estimates for all independent variables included, see Appendix Table 4. the retirement process, health status, and the death of a spouse have a significant effect on the individual's "Affect". Coverage by a defined benefit plan does not.
Finally, the results of the logit regressions on the divided sample are shown in Tables 6 and 7.  49 Table 6 shows the results from the "positive sample" (where the value of the variable when the individual was fully employed was "happy") and Table 7 shows the results of the "negative sample" (where the value of the variable when the individual was fully employed was "unhappy"). In both samples, the type of transition to retirement had no significant effect. The small size of the negative sample limits the precision of the parameter estimates and the ability of the regression to produce results that are statistically significant. Nevertheless, the factors identified as significant in the other regressions are generally significant in the positive sample regressions.
The regressions thus provide a much clearer indication of the magnitude of the effect of the various factors. The coefficients reflect the probability that the value of the indicator variable will change (as opposed to remaining the same), with all other variables held at their means. In the positive sample, where more of the results are statistically significant, the coefficient on the loss of a spouse generally has the largest effect on the particular indicator. These results also show control over one's retirement to have a large impact on happiness, even larger (in absolute value) on the depression indicator variable than the loss of a spouse. Control over one's retirement is also the only independent variable to have a statistically significant effect on all five HRS indicator variables in the positive sample.
IV. Conclusion
Retirement is a transition between two significantly different stages in an individual's life. A gradual transition gives workers time to shift their daily activities, social relationships, and identity in a more deliberate manner than a cold-turkey transition. And this may help workers to make a better transition to retirement.
Our study, however, finds no evidence of a difference in happiness that can be traced to the type of transition to retirement. Like previous studies, we find that a decline in health status or the loss of a spouse reduces happiness in retirement, and that those who retire because they want to, and not because they are forced, are happier in retirement.
It would seem that this information might alter the plans of workers who currently say they want to retire gradually, rather than all at once. But it may not be the case. We know it generally makes no difference whether we dive straight into a swimming pool or gradually acclimate our body to the water. But whatever the reason, most of us opt for the latter approach. So even if workers accept our results, they still might prefer to exit the labor force gradually.
Our study finds that the nature of our transition-gradual or abrupt-has no effect on our happiness in retirement. But we do find that the sense of control workers have over the transition does have a significant effect. So the ability to retire gradually if we want to-not the effect of the gradual transition per se-should make us happier in retirement. Giving workers a sense of control over their retirement, not necessarily creating gradual retirement paths, should be the item on the policy agenda. 49 For coefficient estimates for all independent variables included, see Appendix Tables 5 and 6 . Note : Change from the last wave of full employment to the first wave of full retirement. Regular oredered logit regression coefficients reported for the indicator variables. The standard errors are in parentheses. All five models control for demographic and socioeconomic variables. For the full results see Appendix Table 3. * p < .05; ** p < .01; *** p < .001 (two tailed tests for all variables). Note : The "positive sample" includes only individuals starting with positive affects at the last wave of full employment. The coefficients reflect the probability of a negative change in each indicator variable (as opossed to no change) from the last wave of full employment to the first wave of full retirement, with all variables held at their means. The standard errors are in parentheses. All models control for demographic and socioeconomic variables. For the full results see Apendix Note : The "negative sample" includes only individuals starting with negative affects at the last wave of full employment. The coefficients reflect the likelihood of a positive change in each indicator variable (as opossed to no change) from the last wave of full employment to the first wave of full retirement, with all variables held at their means. The standard errors are in parentheses. All models control for demographic and socioeconomic variables. For the full results see Appendix Table 6. * p < .05; ** p < .01; *** p < .001 (two tailed tests for all variables). 
Appendices
What is happiness?
We experience different kind of feelings. Some of these are enjoyable feelings.
For example, one can enjoy life. Others feelings are unpleasant, such as sadness.
Happiness is defined here as the degree to which a variety of feelings that a person experiences are pleasant or enjoyable in character.
This specific definition of happiness focuses on: (1) more or less stable feelings as opposed to temporary feelings, such as the sensory delight of a chocolate; (2) an evaluation of one's feelings in general as opposed to the evaluation of a specific domain of life, such as satisfaction with job; (3) an affective as opposed to a cognitive notion of happiness, such as the degree to which we think we have achieved our goals.
What is not happiness?
As defined here, the word happiness cannot be used in an ambiguous way, as 'Subjective well-being' is also a broader concept than happiness, as it includes passing pleasures, such as the sensory delight of a chocolate, or satisfaction with specific domains of life, such as satisfaction with marriage, job, and the neighborhood. Here we are only interested in a stable and generalized feeling of subjective well-being.
'Retirement satisfaction' involves more or less enduring feelings. However, this is an evaluation about a specific domain in life and not a general evaluation about one's feelings. Retirement satisfaction is also a more of a cognitive construct, and thus more vulnerable to social comparison than our measure of happiness, which rely to a greater extent on unreasoned feelings. Although retirement satisfaction and happiness can be highly correlated, they are not the same. For example, people can be satisfied with retirement because of the leisure time gained, but still feel lonely. Also, people can be dissatisfied with retirement because of small retirement income, but nevertheless feel happy in general.
Finally, our definition of happiness also differentiates from moods, emotions, and contentment. Judgments about 'moods and emotions' draw heavily on unreasoned affects, but are only temporary reactions to events, and therefore less stable across time.
'Contentment' involves a more cognitively-guided evaluation about the degree to which aspirations are met.
Appendix B. Latent "Affect"
We use five dichotomous variables in the HRS (recording feelings of happiness, enjoyment of life, loneliness, depression, and sadness) as our basic measures of "Happiness." Respondents who said they were happy when fully employed or fully retired also tended to say that they enjoyed life and were not lonely, depressed, nor sad.
This common variance suggests that the five variables in the HRS are indicators a single latent variable, which we call "Affect." We identify this latent variable to extend the range of scores available in our dependent variable. This is particularly important given the censoring problem we face when using the dichotomous HRS variables separately.
We construct the value "Affect" at the last wave of full employment ("Affect t1 ") and at the first wave of full retirement ("Affect t2 ") using Confirmatory Factor Analysis (CFA). At each time point the value of "Affect" is a function of four components: (1) the five observed HRS indicator variables (happy, enjoy, lonely, depressed and sad), (2) weighted with a given factor loading constrained to be equal across time, and (3) an error term for each observed indicator variable that is (4) allowed to covary with itself across time (i.e. autocorrelated measurement errors) to control for the effects of retest (e.g. memory), and (5) a covariance between "Affect t1 " and"Affect t2 ". The dependent "Affect" variable used in the regression model is the change in the value of the latent "Affect" variable at the two time points ("Affect t1 " -"Affect t2 ").
Appendix Table 1 shows that the latent variables "Affect t1 " and"Affect t2 "
accounted for a high amount of variance (R2) Since dichotomous variables do not have units of measurement and are nonnormal, we used PRELIS (Jöreskog and Sörbom 1996b) to estimate a polychoric correlation and asymptotic covariance matrices, and then used the matrices in LISREL (Jöreskog and Sörbom 1996a) to estimate the one factor measurement model with Weighted Least Squares (WLS) (Albright 2006; Jöreskog 2005 Jöreskog [2002 ).
Appendix C. Data Appendix
Missing Values
Missing values in the variables used for the selection of the sample were handled by deriving the information from other variables whenever it was possible. In addition, we performed a single imputation on hours usually worked per week and self-reported retirement status.
After selecting the relevant sample, the remaining missing values were handled by using the Multiple Imputation by Chained Equations (MICE). The analyses were conducted on five iterations of this imputation. This method is one of the best available techniques to deal with non-response (Allison 2001; Royston 2004 ).
The advantages of MICE include: (1)it reduces the loss of information in panel data;
(2)it prevents underestimating the standard errors by doing the imputation more than once, each time including a random component in the imputation; and (3) it is suited to the type of missing data in our dataset, which appear missing at random (MAR) according to statistical tests, meaning that other variables in the dataset can partly explain them.
Explanatory Variables
Demographics. Included in the regressions are the gender, race/ethnicity, difference in age, and education of respondents. Respondents are classified as: (1) white and non-hispanic, or (2) Note : The "negative sample" includes only individuals starting with negative affects at the last wave of full employment. The marginal effects are reported, reflecting the likelihood of a positive change in each indicator variable (as opossed to no change) from the last wave of full employment to the first wave of full retirement, with all variables held at their means. Standard errors are in parentheses.
* p < .05; ** p < .01; *** p < .001 (two tailed tests for all variables). 
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